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The Situation in the Far East.

heports indicate that the situation at Sien (Shensi
Frovince) 1s becoming daily more ecute due (1) to the
threatened outbreak of hostilities between Goverament forces
and the forces of General Yang Hu-cheng (one of the principa:
in the Sian revolt and at present in commend at Sian) who
refuses to accept the Covernment's order cashiering him; (2)
to the spread of communist influence in Sien among soldiers
and the populace;and (3) to the possibility that the Sian
troops may join forces with Chinese communist armies in Shens
and Kansu Provinces. Our Embassy in Chine is teking steps
looking toward the protection and evecuastion of American
eitizens in Sien and other dangerous areas.

The Japanese Minister for Foreign Affeirs is reported
to have stated in a radio broadcast (1) that Japan hed
concluded the Jepanese-German anti-communist ract because of
anxiety to save Chine and "Manchukuo" from communist penetrat
(2) that Japan had not joined a Fascist bloc:and (3) that
Japan's fundemental policy is still aimed at increasing frien
ship with the United States and Britain and at reaching diplo-
matic understanding with the Soviet Union and with China.

Although conditions in China are unsettled, generally
speaking the situatlion in the Far East does not at present

glve cause for any serious apprehension.
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THE NEW YORK TIMES, TUESDAY, JANUARY 12, 1937T.

ANTI-CHIANG PLOT

VERSION ABSOLVES CHANG

Coup Called Sincere Attempt
at Unity, Not a Mutiny—Sup- |
pressed Message Bared. |

- 1

Wirelsan 1s THE New Tork ThaEs.
_HGNGKﬂNG, Jan, 11.—Another
version of the Sian coup of Dec. 12
has been recelved by this cor-
respondent. According to It, the
detention of Generalissimo Chisng
Kai-shek was not actually mutiny
and the generalissimo’s life was
far more endangered by the gov-
ernment’s punitive expedition and
the government's aerial bombers
than by his captors, |
Moreover, this version has it, a .
small but ful Nanking cabal
actually posed behind the legalistic
statement that the mutiny must be
suppressed and was sesking to put
an end to Chiang Hai-shek's life.
Events proved, it is declared, that
these men had long besn entrench-
ing themselves against his possible
death and had even apportioned of-
I'hi:l and territories among tham-
salves.

Documents Bupport Version

A series of documanta supporting
this version has come/ under ithe
writer's obssrvation. Entirely con-
tradicting previous widely pub-
licized versions of the Sian ir,
they indicate that General Chang
Haush-liang, instead of iypifying
the worst characteristics of Chi-
nase politics, which for years have
hlpcked tha country's unification, '
in reality acted desperataly, hoping
to force reforms at home and stur-

dier policies abroad.

The Sian coup, it is declared, also
established the fact that the old-
style treacherous political militar-

ism har become strongly sntrenched

in certain inner circles of the gov-

arnmaent.

These revelations, If true, doubt-

leas presage drastic changes in

high government ecircles if Chiang

Kal-shek (s to retain his paramount

ition and startling alterations in
oreign policy would also follow,

Chiang Kai-shek, according to the
latest version, was not detained at
Sian becauss a plot existed for his
'overthrow, nor was he held as &
+means of forcing millions of dal-
jlars from the government or his |
(family. Chang Hsueh-llang for |
weaks before the crisis endeavored

(time and aguin to induce tha gen-|
| eralissimo to listen to his pleas fo “
various reforms and changes of pol- |
ey and finally seized the person of |

1S LAID T0 NANKING,

Cligue That Insisted on Punitive |
Expedition to Sian Held to |
Have Sought His Death.

|,

his superior officer solely, It (s as-|
sarted, as & means of gaining T
hearing.

Flad for Conslderation

Remarkable sceness ansued afier
Chiang Kai-shek was taken to Sian
under heavy guard. The young
“marshal” repsatadly stood befors
him hours om end, refusing ito be
seated in the srntnel of his chief,
while he pleaded for dispassionatie |
consideration of his proposals.

From 14 onward Chang
Hsugh-liang sent the government re-

ted talegrams reiterating his
:j-l'.se inunl‘i.:nl and expressing mi
readiness (o release the generalis-
simao If the government sent a sult- |

1 Chiang Kai-shek's

able emissary. Chiang Kal-shek's
releass, according to this version, |
could easily have been effected
(within four days after the coup, but |
instaad the crisis was ‘gmhutﬂl
.::ul the closs of the fourtesnth
¥.
It is now sald that many of ths
telegrama from the “young mar-
shal" were entirely soppressed, the
Sisn situation was misrepresented)
and T, V. Boong, former Finance
Minister, and Mrs. Chiang Kail-shak:
were actually foreibly prevented
from leaving Nanking for Bian.
During this period intensive prop-
aganda was carried on representing
Chang Hsush-llang as ““the supreme
traitor of 10,000 years” and Chinese
publiz opinfon was wrought to the
highest pitch of excitemaent, whils
Nanking rang with declarations
that “the prestige of the govern-
ment excesds in importance the
welfare of any Individual.”
Although urgent repressntations
ware made to the effect that tha
advancing punitive sxpedition and
merial bombing of Bian endangered
life, milltary
preparations wersa rushed ahead
and aerial bombings weare ordered
deapite protesis because the planes
dezignated for use for this purposs
were & portlon of thoss that the
Chinese public had presentad io
Chiang Kal-shek on the occaslon n!i
his fiftieth birthday last October.

Filots Avoided Bombing

In some cases pilots loyal to the
generalisaimo merely flew from
Loyang bayond Tungkwan PFass,
dropped their bomba upon open
fields and returned, reporiing they
had bombed Sian. This occurred
while Mr. S8cong, Mra. Chiang Kal-
shek and W. H. Donald, hhnll
Kai-shek's Ausiralian adviser, were
in Bian arranging for the generalis-
simo's releass,

Ragarded as [llusicative of the
basiz lssues underiying the Sian
coup is an explanatory siatement
addressed to the general public in,
China, the United States and Euef
rape which Chang Heueh-liang tele-
graphed from Sian Dec. 19. This
remarkable stalement was sup-
pressed in Its entirety, allegedly by
the MNanking cabal, which is said
to have insisted upon a punitive ex-
pedition, announcing e readiness
to use merial bombers ta “‘wipe Sian
from the face of the earth.” i

Chang Hsueh-linng began his
siatement by declaring that he re-
alized confirmation of his action
was worldwide, because of lack of
knowledge of the ecircumstances
leading to the generalissimo’s de-
tention Admitting that the forceful
detentiva of any one was virtually
Indefensible, the young marshal
denled cherishing persongl amibf-
tlans, mlso denied attempting fio)
extract rmulllr advantageous
termas, and. then said:

“The detention came from a sim-
ple sffort to have assurance that
China’s policy would be revised
definitely to take up arms in de-
fense of our country and to have &
positive end put te the tremendous
annual wastage of millions in Chi-
nese money, Chinese lives and Chi-
nese property involved In Incessant
givil wars and the perpetusl pursuit |
of so-called bandits.

“These so-called bandits are still |

Chinesa despite their views, at the
worst are not & menace lo their
eountry, as are the Japaness, and
have in them, if the authorities
would take the trouble to ascertain,
patriotism, resson and reform of
the spirit which might be utilized in
the country’s service."
Stresses Japansse Inroads

| Chang Hsueh-lang then declares
that while wvast suma have besn
spent in chasing the so-called ban-
dits,
China's area has

fall into the grip of the Japansse

ly and courageously to uphold na-
tional interests or even plainly to
intimate to Japan that her preda-
tory policies must cease.

**Tha world has often snough
stood amazed at the apparent cow-
ardice of China and has been
horror-struck that she lifts not one
hand to defend herself, her sav-
|ereign rights or her psople,” the
statement continues,

not shirked responsibility, but T am
not. the central government and
therefore I am unable to commit
this couniry to war. But I want to
be ordared by the issimo to
fight the Ja and to ses this
eountry nationally in an
open effort to protect itself, and
what I see instead is the suppres-
sion of  public and
thoughts regarding this vitally im-
portant national question.

“When such a condition exists it
is obvious that changes must be
made, and all that T and my asso-
clates want is the development of a
resolute natlonal policy to defend
our eouniry, te initinte and carry
out reforms devised to have China
proparly developed and to give pro-
tection to the lives and the prop-
erties of the people.

“We want by any means possible
to end the passive resistance on the
part of certain officials who con-
trive to frustrate efforis at reforma
of a progressive nature and who in-
deed are responsible for the non-
fulfillment or practical faflure of
plang initiated by ithe generalissimo
| himself.”

lppruﬂmullunmilhth ‘t: |

and the central government has
thus far failed to do one thing open- ;

“1 have been blamed and 1 have'

e |

Would Fight Forsign Fos

Above all, &-n[ Hsuth-liang's
statement proceeds. he and his
associates want China's armed

forces used against the invading/

forelgn foe and nol sgainst the
Chinese people.

"“The mnational army has not
moved one step against Japan, but
swift as thought we ses it being
mobilized againat me now whiles our
enemy is within our couniry, fat-
tening at will upon its riches," it

n

¢ world has besn pressnied

with & tacle the like of which
has not
and we are trylng to prevent the re-

| eurrence of le for-

such m speciac
| evermore. That, in fact, in to be

]

itherto disgraced history,

i




rive end of all this effort, Lo get
the gemsralissimo to sbandon the
wiems of officials who militate
agninst the very lifa of China."

The wiatement adds that the
voung “marshal’s’” group desires
the econtinuance of Chisng Kai-
shek's leadership and does not wish
toe curtall his  powers but wanis
1k marshaled on behall of the

imterests of China, notl in the
nariow interesta of selfish and un-
patriotic eligues. Tha statement
continues

“The generalissimo’s “prolonged
stay here i po! of our doing. As
soon as  Mr, Donald had arrived
here on Dec.. 14 and the generalis-
simo had recovered somewhat from
his  matural indignation and re- |
luctance hitherio to talk, he calmiy
enough discussed the problema con-
fronting ua all and by the 15th
had sgreed in principle with the
pol we had in view for the
adoption of a defined national pol-
ey and the effecting of changes
permritting the nation 1o develop
Ingically mad freely politically and
matecially,

Welcomed Any Emissary

#1 therefore telegraphed on the |
lght of tha l4th, welcoming any
ne 1o come from Nanking to hear
the generalissimo’s views and |.r-!
range with him for the necessary
snfe-guards to prevent the develop-
men’ af eivil war.

The generalissimo naturally vig-
arously demanded thalt he ba e
|pased and procesd to Nanking, but
w I personally had full confi=
fence that he would carry oul his
promises, it waas impossible 10 I'H
his being persusded after his ar-

in Nanking to continue ihe
wnifnre hiz colleagues there had
sunched and which they undoubt-
would desire 1o keep going in
crence 1o materializing active|
nee against Japan.”

riher siressing that it wasE
trange Nanking had not senl RRY
emissary, Chang Hiueh-liang cloned
hie statement with the declaration
hat he was ready to proceed to
sNanking, stand trial before the na-:
o and aceept punishment.

That & virtual impasse-has de-
veloped In " Nanking evidenced
e the faet that altheugh Chang
Hauch-liang has been pardoned he
ig Wept under surveillance by the
Military Affairs Commission and
alan- that while Chiang Kai-shek is
in retirement at Fenghua, armies)
have heen - ordered to  mareh |
through Shensi and eccupy Sian!
anf Lanchow, KEansu's capital.

This militapy movemant s de-|
plored by those who feel that mili- !
thiy pressure now will probably re-
aull in having Chang Hsueh-liang's
and the other armies invelved in
the Sian coup join with the Com-
munist forces.

Pretext for Japan Seen

Any such devalopment would give
Japan the desived pretexi for dras-
pie mction, it is asserted, and this
is helisved by certain circles in be
precissly what the Nanking ''ca-

I

| r:l"hwll .i'm'“fl to mchieve when it

ught to lagnch a punitive expedi-
| ton ‘against Sian. . .

The upshot of the SBian affair, me-
earding to the version now present-
ed. has been that Chiang Kai-shek
did mot find enemies 1o the con-
tinuance of his power in Sian but
his most dangerous enemies in his
own capital

home at Fenghua the generaliasimo
today must be fighting probably the
gravest battle of his whole career.
He must decide whether to com-
promise with the reactionary cligue
in his own capital br whether to
aust them, by foree Il necessary.
Then he might proceed rapidly to-!
ward founding & popular constitu-
tional government and rallying all
the country's patriotic forces to his
support for resistance against Ja-'
pan and war if necessary ws the |

only- way of saving China's self- |

respect.

Evil Motives Denbed
Wire'ees o THE Kow Yoy Tisus L

BHANGHAIL, Jan. 11.—Deploring
hints published in & British-owned
duily in Bhanghai,
mecretary general of the Koamin-
iang's cential execulive committes,
declares that the Bian outbréak con- |
fronted the government with the
double duty of rescuing Generalis-
simo Chiang Kai-shek and uphoid- |
ing law and order.

“Groundless eriticisms and mali-
clous conjectures defamatory to the
cantral authorities’* is the way Yeh
Chut-sang characterizes Lhe news-

aper's suggestions that a punitive
expedition was ordered because of
evil motives by any clique or that
any attempt had beon made Lo seize
power while the generalissimo was
detained. In defense af the govern-
ment’'® actjon, he states:

wafer careful considerailon W
concluded that the twofold duty
could not be-carried out in a better
way Lhan by iaking stern. swill
measures ta deal with the situation
and by ordering a punitive expedi-
tlon against the rebels.

It war felt that only by means
of stern measures could it hopa to

|

In his retirement at his ancesiral i

Yeh Chut-sang. *

!

|

Chang Golfs Under Guard
Of 8 Submachine Guns

Ry The Anssrinied Fress

NANKING, China, Jan 11.—
General Chang Hsuch-liang. un-
| dar technical detention as & re-
sult of his coup at Sian Dec. 12,
when. he abducted Generalissimo
Chiang Kai-shek, played golf at
the Manking Country Club today
under the muzzles of eight sub- |
machine guns.

Whether the eight guards, sach
lugging a weapon as they accom-
panied him over the courss, were
there io protect the '‘young mar-
shal" or were detailed Lo prevent
a  poasible escape wen!. N8N
plained

After the found ihe guards
gatheied up the goll clubs-and,
still earrying (hs submachine

ambered into sutomabiles

ira 16 the residencs of T.

Boong, brother-in-law  of

Chimng Kal-shek, where Chang
Hsueh-lang is a *'prisoner.”

pravent further aggravation of the |

situation and that only military
pressura could hape to bring abowt
the speedy rescue. of the gen-
eralissima.

“Furthermore, 1o parley with the
rabels would not only have meant
putting A premium on miliiary re-
hellinn hut alss would have caused
the rebels 1o Intenaify their de-
mands and would have led 1o pro-
iracted negotiations and unexpected
developmentn.”
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DEPARTMENT OF BTATE
WABHINGTON

March 2, 1937

My dear Mr. President:

The matter of the China Consortium, dealt with in
the proposed telegream hereto attached, 1s important.
The existing Consortium Agreement came into existence
in 1920 in consequence of an initietive taken by the
Americen Government, in the Wilson administration, in
1918. The Agreement was concluded between banking groups
of four countries, with the blessing of their governments
(Americen, British, French end Japanese) respectively,
providing for cooperation in and sharing of loens to China.
The Consortium has never made any loans, but the existence
of the Agreement has prevented the borrowing by China of
money from independent and irresponsible sources.

In this administration, in response to inquiries
from the Americen banking group, we have taken the
position that we favor continuance in existence of the

Agreement, with the thought that at sometime the Gnnsoﬁ%iug

7 =
might be able to do some business as originally intended =)

and the further thought that any move toward tarminatl&@?
Ll
of

The President,
The White House.
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of the Agreement might have a disturbing effect as regards
the general Far Eastern situation (in other words, we
favored letting the matter of the Consortium remein in
statu guo).

During the past few months representatives of the
British benking group heve been in correspondence with
the Americen banking group, proposing that certein busi-
ness in Chine avalleble to British interests be excepted
from provisions of the Consortium Agreement or regulations
which have been adopted by the banking groups thereunder.
To this, the American banking group, with the Department
goncurring, has not beeﬁ able to give assent, for the
reason that such action would strike at the wvery root
of the principle on which the Consortium is based. Now,
the British Government comes forward with a memorendum in
which, after pointing out various facts in the situetion
and affirming, in effect, that they would welcome the
devising of some method by which at the same time the
Consortium would be preserved and the safeguerding specifi-
cations of the Consortium Agreement be modified, they in
conclusion propose definitely thet the Consortium Agreement
be terminated. Their memorandum is attached hereto.

We have given the matter very careful consideration.
We talked with representatives of the American group. We
would gladly offer suggestions whereby the Consortium

might be kept in existence and at the same time the
practical
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practlicael 1ssues be satisfactorily met. But we do not see
how this can be done: the Consortium Agreement has both
negative and positive features; a dropping of the latter
with retention of the former would produce a resultant
possessed of little value; and it would probably lead to
new perplexities in place of those which it might resolve.
We remain, however, open to suggestions. We therefore have
draf'ted a telegram in which we accept the British Govern-
ment's outline of the facts, express our confidence in the
principle upon which the Consortium Agreement was based,
and give essent, with expression of our regret, to a
procedure on the part of the banking groups, if and when,
directed toward termination of the Consortium Agreement;
and, in connection with our formal reply, we instruct the
Embassy in London to call attention to certein inconsis-
tencies, as they appear to us, in the statements which the
British have made in thelr approaches to us on the subject.
A part of our effort is to meke the record show clearly
that the proposal that the Agreement be terminated did not
originate in this country. We have informed representatives
of the American Group of our position and of the substance
of this draft and their views are in accord therewith.

I shall eppreciate an indication from you whether the
proposed telegram to our Embassy at London meets with your
approval.

Falthfully jfours

Enclosures:

Draft tel eEram.
Mamorandum from British Government.
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? / o Oopartment Department of State o
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fe to ; W ﬂiﬁ
| \L*/'/\' February 26, 1937.
AMEMBASSY, / )(0,)

LONDON (Englend).

otk

Your telegram 57, February 10, 5§ p.m., &and despnt&h
2850 of Februery 1l in regard to China Consortium.

One. It is the Department's desire that Atherton,
unless he perceives objection thereto, hand to Cadogan, as
the reply of the Americean Government to the Forelgn Office
memorandum of February 10, & memorandum reading as follows:

QUOTE The American Chargé d'Affalres has the honor to

refer to the memorandum of February 10, 1937, on the

subject of the China Consortium which on the date indicated
was handed to the Chargé by Sir Alexander Cadogan.

The Americen Government 1s appreclative of the frank
expression of the views of the Eritish Government as set
forth in the memorandum under reference and has given most
careful consideration thereto.

In t inion of the Americen Government the

Consortium Agreemen celved toward

Vhered by

b;qunﬁw.rvunvmqq,ﬂL.““"“""mp_qfinnu"J"m“q"m““"“____
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p.tn-umu OFFICE TELEGRAM SENT TO BE TRANSMITTED

. ILL INDICATE WHETHER COMNFIDENTIAL CODE
Collect HOMOONFIDENTIAL CODE

Charge Department met nt statt PARTAIR

oR PLAIN

Charge to
: g Washington,

Consortium h¢s not achieved what was envisaged at the time

The American Covermment desires, hauerer.—pedther-Lio
_ impede {the course-ef -eomsdructive. developmeni—in Lhine-agr
Wplaca in the way of the British Group obstacles which
) might prevent the acceptance by British interests of the
offer ralcantly made by the Chinese Government of a contract
for the cumtrﬁution of a reilway from Canton to Meihsien.
Therefore, &nd in view of the pertinence and importance of
those fagtors in the existing git&:tipn, as set forth in the
e

memorandum under reference, and of the opinion edctascizcrtws
y A

”
Enciphered by

Sent by operalor oo Mo e

D, 0. R.—No, 80 I=1483  u v SOVEANEDNT PRINTING DFFIED

gt



“PREPARING OFFICE TELEGRAM SEHT TO BE TRANSMITTED
ILL INDICATE WHETHER R A
it MONCONFIDENTIAL CODE
Guar Bepartment of State v
o PLAIN
e Washinglon,
i

expressed by the British Government that features in the
existing situation render perseverance in adherence tp'
the existing Agreement impracticeble and that in thé light
of the attitude of the Chinese Government toward the
Consortium no good purpose would be served by attempting to
revise the Agreement, the Amerlcan Government will, although
with sincere regret, Inform the American banking group party
to the Consortium Agreement of the British Government's
proposal that the Agreement be dissolved and will state that
this Government will interpose no repeat no objection to
participation by the American Group in negotiations, if and
when proposed, emong the banking groups, looking toward
dissolution of the Consortium, as proposed, bieike—Bedhish ﬁ,&'
ﬂo-!nu-u(. UNQUOTE

Two. TYou may add orally that your Government is
sympathetically disposed in principle toward the suggestion
made at one point in the British Government's memorandum that
effort should be made to QUOTE discover whether there 1s any
method by which, while restoring to its individual members
the required liberty of action as regards industrial enter-

prises, the major objects of the Consortium could be attained

OV AR ¥ Y B < ax Bug im0
' fuf a puralrm
operalor . . M iy TR

-

0. R.—No, 80 1=1483 ¥ 5. GOVERMMENT PRINTISS SPTICL



TELEGH*M SENT TO BE TRANEMITTED

CONFIDENTIAL CODE

PREPARING OFFICE
© ILL INDICATE WHETHER

et e s T RRTRTT MONCONFIDENTIAL CODE
I Poparimen Bepartment of State g
IFI to ¢ ‘ Wﬂ*ﬁ !

by keeping in being co-operation between the governments
concerned (including the Chinese Government) UNQUOTE; alsg

toward the view of the British Government, as reported

srmp&thettéhlly such proposal.
Three. Flease also inform Cadogan orally that the

Depaftmﬂnt will, in meking known to the American Group the

o by

by operalor oo A 4l LRI S s e e el
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TELEGRAM SENT TO BE TRANSMITTED

[
WILL INDICATE WHETHER COMFIDENTIAL CODE
Callect HONCONFIDENTIAL GODE

Charge Department Bmmmt nf 5“& PARTAIR

OR PLAIN

Charge to
5 e 0t Washington,

PHEPARING OFF ICE

British Government's proposal and the attitude of the
American Government in regard thereto, ask the Americen
Group to conslder the entire matter as strictly confidential
to itself and not repeat not for communication to any of the
other banking groups until such time as one of those groups,
presumably the British, approaches 1it.

Four. Inform Department by telegram when you have

delivered memorandum and at the same time report such

i comments as may be made by Cadogan.

1
I P AP, . ,#j}sz

A rail A M ekl

-, “f”
FE:RCM: SKH/EJL FE WE EA
Enciphered by ... ek -#1’
e
T S MR e et | TR U DL ) )

D. C. Bo—No. 80 =142 4. 5 SOVENNMONT PEINTING OFFICE
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EMBASSY OF THE

UNITED STATES OF AMERICA

\ X

LONDOW, February 11, 1937.

o ¥o. 2850

SUBTECT: The China Cousortium,
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1/ I ldye tue honor te forward the text ol tlhe uewo-
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vegue general nessa e of gcod-wlll in t.e fornm of

an alde meumoire ned been given tle Jepenese Axm-

bassador, .n accordsnce witli uls desire, Lowever,
I, Yoshide hed not up to tine present time obtained

leave tc ensble ln to return to his country, nor,

in the eyes of tie Forelgn (Cffice, dld he seen to
nave weligoht witlh .ls Government.

In forwardliny tils metorandur. on the Cliina
Gonkortium, I ¥enture ‘two rersconal observatlons;

£

Flrst, thet it is only one-Lessure. ipn develosing

gritish coliey to lncrésse tielr export trade; znd,

geoundly, thet thls country 1= beodiing sware of

tie Ereat Jotentielity of . China'as & mnrzet lor
Britlsi coods, and; Trol ever: -Indlcation, the
Eritics vvernzent ‘is enxious u la dEuE=
tain end lneredse tlieir ;o8it Lo that country.
I uesr Sir JFrederick Leitl=3oms o3
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1he Chlis Consortium

Tle vonsortium n Itig present form, applylns both te

wesinlistrutive cnd to Industrisl loans to China, vas formed
in 1970 n.inly on amerlean initistive with strong British

ter proalaobh-ad .'m_'c-t'_-.ti:u'.a- lastin: soie eighteen
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L&, Its Durpose Visg tie sa.e =8 thet wihleh animated

[

Le sishate f'the lne lower Treaty, namely to provide

[ ]

tlie falrest porsible - conditions for ti.c political and
ceonoide devslopment of Chinz by substituting cooperation |
Jor cormpetition in the field of International sotion. I
Durins the /ar snd post-iar period the economic develop- I
ment of Chine had been Erﬁug,ht to & standstill by prolonged |
politicel confusion. Eut China has now reached a degree of
political stabllity wlich makes furtler foreign borrowing
‘both Justifiable and expedient. During the past few years i
the Natlonul “overnment of China Las been carrying through |
a large procramie of internel development ineluding not only i
many inprovenents and' extensions of her existing railway
gy stex but also the construction of & number of new rallway
llies, bridges eid road comiunieations. Upon the achievement
: of thle programie will largely depeud the political and By
geonomlc progress of the country. The cost is being met, in

tie mein, by the issue of domestie loans. .3111} it sppears |

that the cevecity or the internel iarket Las becen strained by
the loens so rolsed and the finaneisl strueture in Chim
would be grestly strensthened if e part, st any rete, of the
cenitel requi-ed ecould be ralsed abroad. ith tlis in view,
the Chinsse Government Luve recently negotisted settlements ot
of cxisting Gefeults. Thus for the firet time there is a

reasoneble basls for ney cé*ralopnaut Jdoens whieh would both

. atrengthen )_.
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stren:then tlhe position of the Lanking Governuent and
promote tha'prnnperity of the country.

But under existing conditions the Consortium :n its
present form, instead of promotin: tlie ccononie 5ra;russ of
Chine, as its authors intended, is zn obstacle whlch stands
in the way of such action.

The Chisese lLave glways regerded the Consortium wilth
dislike anc suspicion. The teris ol «ny loen mede by
the Consortium would, it was well imov i, -inclute provisions
for adequate scourlty and proper conditions as regerds the
nurposas to whileh tle funds wera to be spplied anc tle
netlocs of epplyins tlews Each of tie countries, merbers
of the Consortium, lnelucing Jepén, thou k it I8 not &

lendin, country,. oulc Lave &, volee ln tiiz settlin; of thase

conditlons. . iLe Clinese Soverinant eopzrently fecred-tlat
1his’ oower-igl g Geed to -impo olitieul gonaitions
i enees. theyrdblan to suck "gronp- troatent
loh, 1ile the srual trestics,’ scafiol totliem Lo Touoh
c anendange Ol Ll - F o i aTE. Llie va
tharalar ca antiy ral 3¢ Eo Ty cocl Llia
& Lingi ol ] = al:ce in giia ora=
T, SONECTT LLEgll, UL LTS .4 B fox
Jol epotictd rototd =] ) riiclviatlon Ay
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enuorsed in the

Ilie principle of open tender

nfliet-wity the polioy which

ruscits nyve adopted, Lor siullar

irds lorelegn lending In tlelr marketa.,
to hls .ejesty's Govermment that
be [res w negotiate loans
relicinery must be tihe re-
Aesolution rel=ting to opan tender.
elther not yet replled to 3ir
ve refused to accept 1t.
oint yet re.sained unsettled the
ut tie wiole quest.on of the Con-
ing an offer to British in-
sntruct ror the construction of & reall-
nton to [eliisien, & town neer the
not fer Ifrom Swatow, Cn velng informed
uid =ve to offer m share of
to 1ts Cousortium pertners the Chinese
1tiss exiressed strong objection to eny dealinge
y after hearing from
nese wished to particl-
itinue aulscussionus on these lines,
British interests ap-
¢ puraly British

nigotiutions with Cerman

continued exist-

ence




the econowle rel
ing instend ol
these clreuustances ile
to consult fraakly witu
in order to escertain
jeot snd dlscover wihelier Licre
whilch, while restoring U
requlired libverty ol ctilon
entervrises, tue
gould be attained by
petween tlhe g ov.ornnents concerned [ 1
ghinese Governuent).

An edditionsl reeson
conslderation of, snd ITalx
the polley wileh the Jnited Stiles
jils lajesty's Coverruent s.ou 4 now

to the Co.sortius 1ls to Le lound in

as 2is ipjesty's Government understhou,

group, at =,y rate &s et present ConsLuli
not in fhet take eny
operation,
His .ajeaty's 301
have been willing to co=cpe
I
wise the exlating Cousor
gount of the sotuel condltions
if there wers eny
nr__p_',_.g__c..inus-.- Jorar:

want, Having regerd I
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June 22, 1937.

Letter to Pres. from Sumner Welles

Encloses copy of telegram from Bingham

in ree~ recent Chinese loan negotiations

with Great Britaln conducted by Kung during
visit to London and in re-conversations had by
Sir Alexander Cadogan with the Japanese
Ambassador at London concerning China,

See--Great Britain --drawer 2--1937



My dear Dr. Kungi
te very much your letter of

am happy to learn
wialoh you take with you of your stay
United States, mnd I may assure

Government rn.hr m.:a the sftisfaction you
have besn good enough exprees with regard
to the arrangemonts for economic cooperation
between our two countriee entered into as a
result of your vieit to "nshinston. Friende-
ship between China and the United OJtates is

a well egatabliched tradition in our two coun-
tries. It will Le the policy of my Aduinis-
tratioa to strengthen that enduring amity in
every appropriste and practicable manner,

I have received with much . ratification
the photoyraph of Preeident Chiaa. Kai-schek,
ununmmm.;n?l, which you were
400d enou h to send to me. take much pleas-
ure in sending to you, throu h my Ambassaioy
to Chima, my own photoyraph, and I am likewise
asking the Ambasendor to deliver to Presideat
Chiang Fal-shek an adaitional photozraph of
mysolf as an evidence of my ui_ h esteem,

1 apprecin

His

br. H. H. Dung
L ﬂﬂll’m{dﬂlﬁm

Exsoutive Yuan and
Minister of Finance.
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Mrs. Roosevelt joins me in extending kind
regards to yourself.

Believe me

Yours very sincerely,



J‘\J‘ DEPARTMENT OF STATE
WABHINGTON

Avgust 2, 1937,

My dear Mr. President:

With reference to your memorandum of August and,
neither the Secretary nor I see any reason why you
should not send photographs to President Chiang Kai-
shek and to Dr. Kung. In fact, I think it would be
& particularly desirable thing for you to do at this
time,

I am enclosing herewith a suggested letter for
you to send to Dr. Kung in acknowledgment of his let-
ter to you of July 13th,

If this letter is satisfactory to you and you
sign it, I would suggest that you have it sent to me,
together with the two photographe, so that I may send

them to Ambassador Johnson in Nanking for transmiseion

to their respective

Believe me

The President
The White Houcse.



MINISTRY OF FINANCE

The Waldorf Astoria
¥ew York City.
July 13, 1937.

Mr. Franklin D. Roosevelt

Fresident of the United States of America
The White House

Washington, D. C.

Dear Mr. President,

Oon the eve of my departure from your g£reat country,
permit me to thank you for the hospitality which you were
good enough to extend to me during my recent visits in
Washington. It was a great privilege and pleasure to see
you again and to be entertained at the delightful luncheon
which you so kindly gave me. I was particularly glad for
the rare opportunity of exchanging views with you persconally
on matters concerning the common interestas of our two
countries, and I ehall carry back with me the sapirit of the
"Good Neighbor Policy" which you soc wisely and nobly
advocate.

I take this opportunity to assure you, on behalf of
my Government and pecple, of our sincere appreciation for
the sympathetic attitude and friendly cooperation which
your Government has in the past extended to us in our task
of achieving political stability and economic progress. The
recent decision o7 your Export-Import Bank to participate
in extending credit to the Chinese Rallways and the new
monetary arrangement which I had the satisfection to make
with Secretary Morgenthau mark further progress in our
economic cooperation, which, I am sure, will tighten the
bonde of friendship between ue. We believe that the
development of a strong, united, peaceful and progressive
China is for the best interests of both of our naticns, It
is therefore our sincere hope, as I am sure it is also yours,
that our two sister Republiecs will join hands and ccoperate
in all practical ways so that we may become truly custodians
of peace in the Pacific and contribute our full share to
the promotion of world stability and human progress.

Five years ago when I visited your country last, your
people were in the throes of economic depression. Today I
find the nation has regained its prosperity. The achieve-
ments which your country, under your courageous and
statesmanlike leadership, has made in the various phases of
its national 1life are most instructive and inspiring to us.



MINISTRY OF FINANCE
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1 assure you, Mr, President, that we in China watch with
great joy and admiration the remarkable progress of your
nation and wish you every success,

Under separate cover, I take pleasure in sending you
8 copy of my photograph and, on behal”® of President Chiang
Kai-shek, a copy of his rhotograph, which I hope will serve
as momentos of my enjoyable visits with ¥You. With these
tokens of remembrance, please accept my highest respects
and best wishes for you and Mrs, Roosevelt, I shall be
much obliged if you will convey to Mrs, Roosevelt my
appreciation for her kind letter,

I remain, Mr, President,

Sine
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pga1 STRONGLY RECUMMEND PROPUSAL OF MMM MAKI NG Hﬂ OR ALL OF TSINGTAQ “
RUUTE SANCTUARY UNQUOTE FOQ THE SAFETY OF THE MANY EURCPEANS AND
AVERICAN NOW RESINING HERE TO YOUR EARNEST CONSIDERATION AT PRESENT BOTH
CHINESE ANPM JAPANESE AUTHORITIES IN TSINGTAO ARE EARNESTLY STRIVING TC
SOLVE PRESELT nIFFERENCE PERION IF THE NATIONS NOST | NTERESTED COULD
JIHITE IN SECURING AGREEMENT TC SUCH mmt A PLAN BY THE GHINSSE AND

JAPANESE GOVERMMENTS 1T SHOULD BE A GOPSEND TO SEVERAL THOUSAND AVERICANS

ANN EUROPEANS NOW HEREC 196§ 13 ACTIONC4)

/924 ME DAMX 21 AVE /1742t
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DEPARTMENT OF STATE {/ ;
v ) Lia,
DIVISION OF CURRENT INFORMATION C -
—~

August 20, 1937

Mr, Early - White House

Dear Bteve:

Attached 18 & copy of my memorandum of the
Secretary's press conference in whioh he announced
the declsion to send Marines from San Diego to
Shanghal, You might want to glance-over it in anti-

cipation of the Presldent's prese conference,

M, J. MoDermott,

OI: MM :VH



gégg%gn: The following is the reoord of the prese conforence
of tho Bocretary of Btate on Aupust 17, 1937, It has beoon
nineographed for tho convonlence of the correspondonte,

THE BECRETARY OF STATE I8 NOT TO BE QUOTED DIRECTLY, THAT

I8 NO QUOTATION MARKB, but the substance can be attributod
to hin exactly as thouch this were written in the third por-
con instoad of the firet, PLEASE OBSERVE THE RULE CAREFULLY

M, J, HoDernott.

whw

Deopartnent of Btote
Division of Current Information

MEMORANDUM OF THE PRESS CONFERENCE, TUESDAY, AUGUST 17, 1937

At the press conference this aftornoon Scoretary Hull said:
I have here a list of Americane who have boen broucht out fron
Santander, Spain, I an also giving you Departnental Orders
nakling Dr., Hornbeck an Adviser and mokins Mr. Honilton Chief of
the For Eaetern Divielon, It ie very difficult to appreciate the
need for nmore time to work out and dovelop questions of policy
instead of havine very little tine for that on the part of o few
of us ond the balance of the time consumed in detmiled routine
thinms, Dr, Hornbeck has really bLeen alnoet overwhelned with the
routine phascs for sono tine and this is a peculiar situation
wherce they need somo additional help and with some time on the
part of sonebody to work on questions of policy, If we nake any
kind of o nietake on a question of policy, we expect to be rawm—
hided next morning, and I hope we won't be raw-hided when wo seek
& nost necessary organlzation to ruard as ruch as poseible asainst
migtnkua and to assure accuracy of conclusions as to forelzn v
policy,

EAR EAST

In the Far Eastern situation there do not appear to be any
particular military activities thie morning except in the Shanshal
area, At least that is the aren that is attracting all the atten
tion,

We are asking for an appropriation of $500,000 by Congress
for all of the necessary rellef and cvacuation expenses that ener—
gency phases nay cell for,
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Now what I am about to comment on ie something Ithink T dould
trocat os OFF THE RECORD until it is written down and then pro-
bably we can give it all or virtually all to you FOR BACKGROUND,
But in order to avoid misinterpretations and mistakes I think
it is better for you and for me alsc to approach the matter in
that fashion, I moy eay in the first place that this Govern—
ment repeatedly has been urging the Govermments of Japan and
China not to conduct military operations or establish millitary
bases in the SBhanghai area, Furthermore since some outbreaks
have occurred, the Govermnment of the Unlted Btates and some
other Governmente I happen to know of have very earnestly ex—
pressed the opinion to both of the Governments involved that
both alike would be considered responsible by the natlons of the
world for any hurtful or destructive or serious military acti-
vities that take place in the Shanghai area, that this is in
some respects an unusual locality, a great city of three million
population in and about 1% built up more or lees by the nationals
of many countrice of the world, ae woll as by China, and that
for destructive or major or serious military activitles to be
instituted there or corried on would be calculated to result in
unthinkable injuries and dangers both to porsons and property,
end that there can not be any juetification for military acti-
vities there,

On yesterday Admiral Yarnell, in charge of the Facific fleet,

requested that the 1200 marines located at S8an Diego be sent
over to Bhanghal, It will require perhaps ten days for the pre-
liminary preparation and about five weeks before they can reach
Shanghai, Of course we are hopeful that by that time there will
be no real need for these marines at Shanghal, They may be
neaded for relief and replacementa of those located there at
present, because of the straln of keeping guard over an indefinlte
period of time, The guestion might, in the judgment of some, come
up as to why we should have any guards over there, or why we
should send additional forces over there at this time, I think
you will recall that for some time pnet the Great China area has
not had in parts of the country that full measure of political
getability that it once had and that 1t is steadily approaching
now, The result was the Boxer attack on the Legations in 1800,

I think it was in 1912 that another outbreak occurred and all

the Govermments having nationals over there sent additional
guards, We then sent the regiment to Tientsin,

In 1927 therec was an extreme nationalistic movement, and we
chartered a ship and sent from San Diego to Bhanghal a regiment
of marineas, 1In 1938 we had some simlilar experiences over there,
ag did other govermments and other natione, 8everal countries had
substantial numbers of nationals in thissarea, The question of what
degree of protection, if any, this Government, as a policy, pro—
poses to give its nationals abroad under glven clircumstances '-
oneé that i1s more or lesse misunderstood and perhaps one akbrub
which some people may differ, at least in degree or in toto, I
may say that so far as this Government ie concerncd, the general
and very definite principles governing normal and ordinary inter-
national relationships were embodled in a statement I gave out to
the press here about a month ago (July 18) and I think more than
fifty governments definitely and in writing expressed their appro-
val of those prineciples, We, of course, stand on them so far as
our general relationshipes with other nations are concerned, In
this commection we seok at all timesto promote and safepuard our
standing and our influence from every staondpoint of human progress

and
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and human welfare, and to promote desirable relations -
economic, educational, social, cultural, political - with
all other nations,

Whenever our nationals in any part of the world are be-
ing denied equal protection of laws in countries where they
are, or are being unfairly treated, this Government comes to
thelr assistonce by making earnest representations under
interrtional law as it is universally recognized and in sup-
port of the reasonable and rightful claims of our nationals,
This applies to every equare foot of the world's surface, But,
as I sald, we always undertake to carry forward this policy
of cooperative international relations peaceofully and in a
moanner mutually acooptable and mutually advantagoous, Tho
question of force is entirely out of mind, In the case of
Spain we sent our vessele to any and every port and go out
into the seaport towns, if necessary, and assemble our natlon-
als who deeirs to escape from danger and carry them to places
of safety, or at least away from immediate danger zonos,

In countrioe whore mob violence or violence of other
disordered and unorganizod groups, constituting no part of
any organized military force of any government, are likely
to sweop acrose thickly populated localities, we have mode it
our policy to send wvesscls to remove them from danger zones,
For the purpose of dealing with special conditions such as I
have referrcd to, we have hod guards at three points in
China, os you may know, just as several cthcr governments
hove guards in those places, to protect nationals against
mob movements or from the violence on the part of any other
disorgonized group or groups of persone, There is nothing
better understood than that, All the nations having nationals
in that area arc in harmony with each other so far as protect-
ing international areas nllotted to the nationals of other
countries as a place of safety is concorneod, especially at
time of throatened violence, They undorstand perfectly,
There ie no oceasion for any clash between organized mili-
tary forces of any country. Military forces are so instruc-
ted repeatedly and constantly, Any difference that might
arise would be reforred back to the capitale of thelr rospco-
tive movernmontas, It is solely to protect nationals against
the kind of disorders that I have referred to that this and
other countries have hnd guards stationod ot three points,

We find ourselves naturally in between two extreme views,
One is theo viow of oxtreme internationalism which rests upon
an idean of politicnl commitments, We keep entirely away from
that in our thoughts oand viewe and policles, just as we scelk,
on the other hand to keep entiroly away from tho extrome
naticnaliste who would tell sll Americans they muet stay here
at home; that if they go abroad anywheore for any purposo-
touriet, urgent business, or otherwise, and trouble overtakes
them and violence threatens, they rust not cxpect any protec—
tion from thelr govornment, We oould today order our puards
to walk out of Shanghal and lesve our 3,000 and morc nationals
who have not yet cecaped to the mercy of a mob that wos
actually reportod ae threatening

there
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there today, And we would leave the British guarde and the French
guarde and the guards of other nationals who were there as are
ours on legitimate bupiness in this reat metropolitan city to
protect their nationale and ours while we move out lock, stock
and barrel and haston back to within the watere edge of thie
country, Now that viewpoint implies in the first place that we
can very easily, by our actionm, just now create the definite im-
pression in the mind of every other government in the world that
we will get out gradually from this time forward in toto, and
then you would find our Americans who were left behind there, as
well as Americans in every part of the world, would probably be
jnsulted with impunity by any and every natlon,

The apprehension arises that somebody may get hurt 1f they
don't get right out and stay out, Of course, pomething like that
may coour, a8, in fact, 1t has ococurred within the last forty-
elght hours, We are & natlon of 130,000,000 people, We have
nationole in every part of the world, ae you know, living out
their lives and at the same time proud of their home country and
keeping up, mainly, their contacis with it, It is not our pur=-
pose in any scnse, 0B We peok to protect our nationals against
mob and other eimilar kinds of violence, to overlook a Bingle
thing that would contribute to the fullost undorstanding with
every other govermment and between all the diplomatic and cone
gular representatives of cach govermment on the ground, as well
as the various commandants, Wo in no sonae contemplate any
pelligerent attitude toward anybody 80 far as the orderly function-
ing of the diplomatic and consular gervices of all govornments
interested are concerned or ec far ae organized troops or cuards
of any government are concerned, On the other hand, we frorkly
do not feel disposed, by leaning back too far the other way, to
give other countries & chance to suppose or %o suggest that we
are cowardly., If we wanted to be insulted fifty times a week we
only need to let the impreselcnbe gained that we do .not protect
anybody, in these perfectly legltimate ways I have spoken of
and to that extent that in no circumstances would we be dieposed
to protect anybody., Now I am trying to avoid both of theee ex-
tromos, And thesec policies are intended to reducc %o the wvery
minimum the happening of undesirable experiences on the part of
$his Government in its foreign affairs or of any experiences that
would in the least be calculated to lead to misunderstanding or
11l feeling as between us and other governments, Whether this
middle course ie the wiseet and most practical is for the couniry
to judge, We at least stand for thesec policlies and for thelr
application in the manner I have briefly indicated and for protec—
tion of our nationals under the circumstances and to the specific
extont that I have indiocated,

Therefore, this Government is, .- *.. , 2B & natter of pre—
caution, ordering 1,200 marines to make proparatione to sail for
Shanghai, Of course, at any time if the threatened danger or real

occcagion for aseistance there should disappear they can be noti-—
fied on the high scas by wircless to turn back,

Q, Did you say at Bantiago?
A, I meant San Diego,
Q, You aleo said that wouldn't be for five weoeks -~

A, It will take about five weeks for them to make preparations and
get over there,
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Q. I am raw at this conference, 4m I to understand the United
Btates intends to keoep our guard ovor there under all olroum=
etances? That ien't & trick question, but I om very much sur-
prised at what you Beid,

A, About the guard being there to proteoct ocur nationals?
Q, Under all circumstances,

A, I described specifically the clrcumstances. That is against
mob violonce or similar disorders that may breok out and whore
Dr%unized nilitary Eroups of China or other govornnonte are not
able to cope with then,

Q. I mean ie the United 8tntes munrd to remain thore in case of
an enbargo, if wo doclere a state of wor exlete? I prefoce this
quoestlion by saying I am not used to 8tate Department procedure,

A. I on just lecarning it myself, The sole question that we hove
in nind thore and I think it is o duty we cannot shirk is the
question of reasonable protection to our 3800 nationals while

mob violence or eimilar disorders, as I say, can be reasonably
anticipated and puarded againet,

@. Mr, Beoretary, I understand that nost of the nationnle in
Shanghal have been asked or requested to leave Bhanghal at the
earliest poseible monent, Do you contenplate that all of then
will leave or the great majority will leovei

A, That is somethlng that 1s diffioult to forecast, I have

the improceion that beginning with women anddrildron and aged
persons generally about twelve or fourteen hundred will get out
this weck, leaving around 2500 there, Then as I say - I want

to make thie clear. Weo could met out poet haste end leave thot
sltuation and say "To tho devil with 1t"; "We won't have any-
thing to do with it." Or we could toke such other steps oe
would leave the definite impression whioh it would take us a tine
to overcone that wo were practically souttling for all purposes
and vhereas oll these basic principles that govern international
relatione from our viewpoint are applicable to overy square foot,

Q. What I anm driving ot, in the event all our nationals leavo
Shanghai, or the great majority, the Marine will remain in
Bhanghal,

A. That is another matter entircly. OChina has been coning for-
ward in development of political and econdmic stobility, as you
know, and naking real proprees, and every phasesf that is being
wotched with eagor interest on our part with o view of havi
warrant for bringinz our guarde out, That has beon on ocur minds
for pone time and we have piven it constant attention,

Qs This epecific sltuntion, Mr, Secretary, is not a question of
Ohina regressing, tho situation in Bhanchai is duo to worfare
whilch tho Chinese have not brought on thomeelwvee, What I have
in nind, if the continuance of the war in Shanchal should nmake
Shanghal a real theator of war and force our nationals to leave,
1ikﬂ nth$r nationals, we would still maintain thoee guarde in

2 Bund

A, 4As I have eanid, unfortunately for us you are not in a position
to attend our neetinge regularly -
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Q. Borry, Mr, Becretary, I will be in nore frequently now,

A, We charge it up to you when you don't, Now I have said nany
times to our friends who are able to come in here thot durinz the
years several nations have felt obliged to keep puards for the
protection of their nationals in such times as we have been pass-
ing through, By the way, there could never be a much more perfect
illustration of the need for guards than the situation we are now
passing through, If anyone has any doubt his mind should be
cleared of it in view of the recent and present patent noed for
guards, The nost exhaustive plan in every detail iesworked out by
the combined ambassadors, consular officers, trade cormissioners,
naval attaches, along with the commandants of the guards of each
nation, deeigned to protect, to give the maxirun protection,
against whatever disorders may arise, Then when uprising and

mob violence ie apparent, just ahend, special instructions are
sent from this Department about every phase of the precauticns
and every possible method or step that would be in the least help-
ful in perfecting all proper means of protoction for our nationals,
That includes warning in advance to our naticnals to get out, get
out of the way, keep out of the way until they get further notice,
It includes every kind of advice for protection by the punrds when
they are pgoing to ports, as from Tientsin or Shanghal, and from
day to day, almost hour to hour, those people - the anbassodors,
consuls, noval attaches, commandante of tho guards and others who
have had moet experience in the Far Eeset and in dealing with these
conditione, are in conference with a view to meeting every emer-
gency as it arises from hour to hour, and, of courec, we canl'g
give them instructions about those things at this distance, They
know exactly when to send a group down, They know exaotly from
which direction threatened danger is coming, They know so much
better than we do - outside the general zone, a8 we are - when

to get out, wien to order them out, so we leave the immedinte
thing to them while the cmergency exists, I am glad you brought
up the subject,

Q. Mr, Secretary, in view of the fact that some of the things
you told us, Might I msk one or two epecific questions? Can
you tell ue the regiment of Marines? What the name ig?

A. I forget the name of it,

Q. I will find that out, Can you tell ve whether there ig any
specific salling date, sir?

A, As I say, they will get recady in perhape ten days to sail,

Q. Can you tell us who will administer the fund of half a
milllon dollare? The Red Cross?

A, TWe will have the responsibility perhaps, That is left to
Congress and I would rather not talke it up until Congress has
made dieposition of the matter,

Q. May we get this straight as to the category of this, You
sald at the start it would be troated OFF THE RECORD,

A, Yes, I made the special request because there might be some-
thing here and there I had not etated clearly,

Mr, MoDermott: I would like to make & suggestion, The correspon-

dents
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donte hove to pot on the wire with o certain amount they hove,

I sugpest that only two pointo: the roqucet for 8$500,000nnd the
¥Marines, I think they oan usc thot as announced, Just the foota,
The roet please troat as background, not to bo attributod to
officinle,; Write all on your own until the Becrctary hoe o chonce
to go over 1t and sec what you coan attribute to hin,

A. Thoro is this phasec, I am a pocifist nyoelf, so for oo I an
oware, but I try to deal as practicnlly oas I can with conorote
oonditionc whon thoy present thenselves to me, Sone poroons withe—
out o little background relating to this Marine situation night
draw an cntirely %too narrow conclusion mbout it,

Q. Mr, Becrotary, wouldn'y it bo quite lopgical to interprot thie
as o rolief for the Fourth Regiment?

A, 'd possible roplacoment, That ls true,

Q. Mr. SBoorotary, thore is one point that wasn't clear in ny
mind, There hae been the urging of the 8tatc Departoent to
evacuate notionals in Bhanthad,

A, TYes,

Q. Is this o falr impreocesion? On the one hand now we arc urging
wonion, children, tourlste and aged to ot out cwiftly as possible,
riving then all aid, and on the other hand no pressurc is belng
brousht on Anmericanc whose 1life and businees ore in Chinn, He is
coing to be given protection and not going te be abandonod,

A. It will be supmestod to all that they get out, you understand,
btut askins thon to do it and their actually doins it is anothor
propoocition,

Q. I ncant the mon who lived thore, with money and property
thore,

A. I just gave a list of refugees taken from Santander in Bpailn,
They woro warned norce than eight or ten nonths aso to get out,

Q. These businesee men will be told 1t ie not our intentlion to
abandon then,

A, Of coursc, they take considerable risk there, Our uards are
not there to insure their safoty by any neans, but are thore to
do the best they can whon nob viclonce or somcthing olee flares
up and disease ond hun-cer, There are two big factors thot noke
their appearance in the wnke of thesec conditions, Another rooson
why we want to get then out,

Q. Mr, Seccretary, just what is the procedure when you ask Congroce
for the pun of roney?

A, Wo first presont it to Mr, Bell, of the Budmet organization,
and thon we depend on hin to old in accolerating 1t.

Q. Mr, Secrotary, how will the Marines be transportcd?

A, On o transport,
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Q. Will the transport be acconpanied by further warshipe?

4, I haven't gone into th * natter. The only th1n¥ I did po
into was the question of a trancport to take these 1200 Marines,

Q. There is no plan at present to incroase the Asiatio squodron}
A. Yo, nothing of any coneeguence,

Q. Mr, Beoretary, is thero onything you could say about the
Noutrality Aot?

4, I soid yesterday we wore giving that matter noet careful atten~

tion and consideration fron day to day,

Q. In other words, the situation remains tho some until tho
ddninistration ise satiefied an actual statc of —ar existe,

A, As I ocay, that is all I can say, Othordieec, I would discuss
every phase of those questions in tho circunstances, I would
cause you people to nips lunch and I ¢5 not wont to do that,

Q. Mr, Beeretary, you have told us here sonething that will be
recarded as inportant, and I mirht say even a historical ocmncia-
tion of Anerican policy, In soing over the romarks it would be
approclated if you would lot us use whot you can aad take it out
of the realn of OFF THE RECORD or BACKGROUND becausae you are the
authority from whon it nust cone,

A. I hope you folks realize T told you very littlc new, neroly
repeated what our movernmont and rost civili ma govermiente hove
done in the past in the way of Frotection of their nationals,

Q. It does elear the air at thig point,
A. I just wanted you not to formet that I haven't told you any-
thing new,

4, J, McDernott,
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TELEGRAM SENT
RB GRAY
August 26, 1937
7 pe m,
AMEYBASSY
NANKING (CHINA) VIA N. R.

184,

In view of the present 3ino-Japanese distrubances
in Chine it would secm to be desirable that notification
be sent to American nationals and concerna in China in
relztion to steps to be taken by them to obtain and put
on record eEvidence of losses and darages suffered during
ﬁhE distrubances. It is suggested that such notification
should be substantially as follows:

While the American Government cannot in advance
and without examination of their respective merits under-
taks to espouse or to present claims against the Chinese
and Ja—anest Governments .which may be presented to the
Americon Covernment by its ncotionals for losses, damages,
or injuries to life or property resulting from present
military operations in China, nevertheless, with a view
to making clear the essentlal requirements of the procedure
for and the steps which claimants would be well advised to
take with a view to possible eventual presentation of such
claims, suggestions are offered as follows:

Evacuated



RB -2-%184, August 26, 7 p, m. to
Amembassy Nanking
Evacuated Americans should file with the Consulate
inventories of property and best possible evidence as to
exact location, quantity, and value of destroyed, looted,
abandoned, or occupied property for which they may desire
indemnity. In the case of those nationals and concerns
who expect to remain on the grouné unless forced to abandon
their properties, it is of eszential importance that they
take imedicte steps to make a careful inventory of their
properties and that this inventory be supported by competent
corroborative evidence, if procurable, and aworn to before
the American Consulate, Where possible, corroborative
eEvicdence of eyewitnesses as to the destruction, looting, or
forced abandonment, or occupation of property should be
obtained and especially should effort be made to identify
the nperaons or forces occupying or responsible for the
loaseEs or damages. Bllls of sale, receipts, or other docu-
ments tending to establish the quantity and value of the
property should be cbtained or if already in the possession
of elaimants should be retained for future reference,
Particular stress should be laid upon the necessity for
first-hand evidence to establish the identity of the force
or forces or individuals who caused the losses,and the

ExtEnt



RE =3=#184, August 26, 7 p. m., to
Amembassy Nanking

extent of the losses. Where any goods or properties are

taken over under requisition by either Japanese or Chinese

authorities, requisition receipts should be obtained

Wherever possible.

In personal injury or death cases, evidence should be
obtained whenever possible as to the identity of the persons
or forces that caused the injury or death, and the sworn
statements of persons, including attending physicians, who
can testify of their. own knowledge as to the injuries or
their effects, or as to the death and its causes, should be
obtained,

Flease inform Peiping and consular offices in China,
exclusive of Manchuria.

HULL

LE:HBC:fEH:S5 PA/H s



TELEGRAM SENT
REB GRAY
August 26, 1937
7 p. m.
AMENBASSY
TOIYO (JAPAN)

169,

The Deparimsa: desires that you present a note to
the Finister for Forzign Affairs recading as follows:

"Acting under instructionu, I have the honor to
inform Your Excellency that my Covernment reserves all
rights on its behalf and on behalfl of American nationals
in respect of damages to or los: of American rroperty or
on account of death or injuries sustained by American
nationals as a result of the activities of Japanese armed
forces in the course of or incident to military operations
now in progress in China,"

Similar instruction to Harking,

HULL

LE:HBC:FEH:85 FE PA/H



TELEGRAM SENT
RB GRAY
August 26, 1937
8 p. m,
AMEVBLSSY

NAVI{ING (CHINA) VIA N. R.

185.

The Department desires that you present a note to
the I'inister for Foreign Affeirs readiing as follows:

"heting under instructions, I have the honor to
inform Your Excellency that my Covernment reserves all
rights on its behalf and on bLehalf of American nationals
in respect of damages to or loss of American property or
on account of death or injuries sustained by American
nationals as a result of the activities of Chinese armed
forces in the course of or incident to military operations
now in nrogress in China,"

Similar instruction to Tokyo.

HULL

LE:HBC:SH:SS FE PA/H
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Thls telegram must be Caracas

closely peraphrased be-

fore being communicated Dated August 26, 1937

to anyone, (A)
Rec'd 6:54 p.m.

Secretary of State,

Washington.

86, August 26, 5 p.m,

The Charge d'Affalres of Brazil called at the
Legation today and stated that he had received telegraphic
instructions from his Govermment yesterday to try and
cbtain & more positively favorzble reaction from the
Venezuelan Government to the rcrojected leasing of
deatroyers to Drazil than the indiffersnt attitude
thus far evidenced and to enlist if possible ihe
cocperation of the American Legatiuvn to the same eund,

He also stated that he had received f;wn reliable sources
close to the President confidential information that
Venezuela was quietly negotiating the purchase of one or
more warships frém Italy.

Shortly afterwardas the French Minister called by
appointé;nt and asked 1f we were informed that Venezuela
was treating secretly with Italy for the purchase of
warships. He said that his Government would wiew such
a Sransactlon unfaverably, and he gave the impression
that he hoped for some manifestation of disapproval from
the American Covernment,

Rumors
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JR 486, Auguat 26, 5 p.m., from Caracas,

Rumora of theae negotlationa have been reaching the
Legation for some time, but without confirmation, and I
am inclined to discount them in view of the Foreign
Adinister's open and very . friendly relations with this
lilazion, The source of these reports may be the actual
negotiations, confirmed by Captaln Larrazsbal, Director of
the Venczuelan Marine, for the purchaase in Italy of a
small tronsport, of light dratft to cross the Maracaibo
Bar, to carry troops from one part of the country to

another to strengthen the CGovermment's police amm,

T CHOLSON

SIS :IPL
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This telegram must be Moacow

closely paraphrased be-

fore being communicated Dated August 26, 1937

to anyone, (D)
Ree'd 7:30 p.m,

Secretary of State,

Washington.

234, August 26, 10 p.m.

I am getting forth herewith certain Impressions
obtained by this Miszion of present Soviet policles
and tactics with rrapect to the Far East, These
impressions hrve beep gained from a astudy of the Soviet
press and from conversations with Soviet offliclals,
members of the local diplomatic corps including Japanese
and Chinese Ambassadors and other gualifled observers.

One, The Kremlin is pleased that the Central Govern-
ment has finally begun to offer armed resistance to Japan
and is hoping that with the development of hostilities
Japan wlll become so deeply enmeshed in Central China
that it will not be able to pursue an agreasive policy
to the North,

Two. Although Sowiet p}ﬁss and spokesmen intimate
the desirability of collective action on the part of
Viestern powers in order to prevent spread of hostilitles,
it is believed that they would have 1little rral sympathy
for any movement which might promise peace unless such

movemeEnt

e ——— - e e —



-02-

JR 4234, August 26, 10 p.m., from Moscow,

movement would be of a kind 1likely seriously to weaken
the military power of Japan,;

Three, The Kremlin is determined that the Soviet
Ualon should not become embroiled, nevertheless, it does
not desire for reasons of prestige that Japan or China
should gain the impression that it will tolerate affronts,
It is therefore, protesting such provocations as the
recent raids on the Consulates at Tientsin and Shanghai
vigorously but et the same tiuwe in such a manner that
disputes arising therefrom are not likely to develop
into issues solvable only by armed conflict,

Four. Soviet press and officials make no secret of
Soviet sympathy for China, They arr careful, however,
to express thls sympathy in a manner which would not give
Japan ground to charge active intervention,

Five, HKremlin apparently has directed its adherents
in China to support the Central Covernment so long as that
Government follows policy of resistance to Japan, It is
believed, however, that Moscow would use such influence
ag 1t has over Communist and Left Wing elements in China
to prevail upon them to work for the overthrow of Chicng
Ilai Shek in case he should embark on policy of temperization
or mediation with Japan,

3ix.
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JR /234, August 26, 10 pem., from Nossow.

8ix. IGznerul impression is that Soviet Union has not
as yet begun to furmish military supplies to China,

Uhether it will do so in the future depends almost entirely
upon general international situation, direction of
development of hostilities, policies of Chinrse Govermment,
and so forth, Difficulties of transportation are such

that supplies in any event would probably be limited
largely to certain typrs of alrerats,

Seven., Soviet Covernment is cpparently extremely
anxious that the route from outer !iongalic to China through
Kolgan should not full into Japanese honds, There is
EVEN 2 possibility that Soviet Union would take active
ateps to assist Chinese in defense of route in case

Jopanese should seriously threoten it.

HENDERSOM

3MS:RGC



MG GRAY
Hong Kong via N.R.
Dated August 26, 1937.
Rec'd 6:45 a.m, 27th,

Secretary of State,
Washington.

August 26, 9 p.m.

Hong Kong British press continues to be violently
anti-Japanese to a degree remarkable for British news-
papers, British civilian opinion is anti-Japanese but less
putspoken than the preas.

British military headquarters informrd mc yesterday
that while they personally beliCVE 110TPE V. 00OPd should be
sent to Shanghal the War Office is not in full and :cmplzté
sympathy with them however, onk battallon of the Middle-
gEx Regiment which arrived hsrqﬁugust 24th is prepared
to proceed Shanghal upon 12 hours noticek.

Comment on the attitude of the United States has been
practically nil unt:l today when the HONG KONG TELEGRAFH
in answering editorial dealing with the Secretary of
State's appeal to Japan and China to "refrain from resort-
ing to war" said that "with the facts as they are, however"
the time has arrived for something more definite and

pointed by foreign spokesman than a uniform appeal to both

sides,



MG Page 2,

From Hong Kong

August 26, 9 p.m.
sides, Japan is the guilty party, not China, and should
be plainly warned that this is the view which other nations
take of her actions,"

Nanking informed by radio, Shanghai by mail,
DONOVAN

DDM




1w Buenos Aires
A portion of this telegram

must be closely paraphrased Dated August 26, 1937
before being communicated to
anyone, (A & B) Ree'd 7:15 p.m.

Secretary of State

Washington

158, August 26, 6 p.n. %

(GRAY) LA PRENSA today carries special press despatch
by Heath indicating the possibility that negotiations may
begin soon on a commercial sgreement with Argentina,

(END GEAY)

The Argentine attitude of the moment seems more fav-
orable toward giving us better treatment than it has been
for some time and I note signs of a willingness to do
more provided they have some assurances of a trade agree-
ment being negotiated in the near future,

A few days ago the Under Secretary of Finance and
the head of the Exchange Control Board suggested to the
Embassy that it might be possible to come to some verbal
arrangement whereby Argentina would in fact-=if not (%2)==
grant official exchange to (?) our exports to Argentina for
a period of say six months with the understanding that
trade trecaty negotiations begin before that time had
Elapsed. In cast negotiations should not begin then the

Argentines



lw 2, No., 158, August 26, 6 p.m., from Buenos Aires.,

Argentines would revert to the status quo ante, A sug-
gestion along similar lines was made on June 15 also by
the Under Secretary, and formed a part of the Embassy's
telegram 88, June 16, 5 p.m.

I should appreciate any comment from the Department
particularly on the likelihood of negotiations beginning.

Were the Embassy accordingly to assure the Argentines
that trade negotiations would begin shortly or within
some specific period, I feel that we should be able to
secure better exchange treatment, if not entire relief
from the present diserimination, And if possible a strong

intimation of our hope would be helpful,

WEDDELL

KLP
Wwic



RB CODAT
Faris
Dated Aupgust 26, 1937
Ree'd 4£:51 p. m,
Secretary of State

washington.

1203, August 26, 4 p. M.

FRO}M. COCHRAN.

Trading still very light on Faris exchange. Forward
franc continues to be wanted and rentes better. Bank of
France statement as of August 19 showed no new advances
to Government but Treasury account down to 72,000,000
francs; with circultion lower coverage was 53.14 veErsus
52,78, larket found nothing particularly disturbing in
new series of decrees mentioned below but inclined to con-
sider them artificial rather than productlive.

— Uncder the special authority accorded the Govermment

by the law of June 30, 1937 a further series of financial
decrees was promulgated in today's Journal Officiel providing
chiefly for the following:

One., An immediaste inquirw into production embracing
13 branches of industry. The Jnquiry Committee will
inelude in addition to officials of Government departments,
representatives of employers and of labor, Its task will
bE to propose such measures as may be necessary to improve

production
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RB »2=i'1203, August 26, 4 p. m., from
Paris

production and in a general manner the situation of

agriculture, industry, and commerce,

Two. Improvement of commerical and industrial
gecuipment of commercial and indvstrial equipment for
the rapid increase of production through Governmment aid,
This inclvdes technical assistance from the Credit National
by meana of the allotment prcforably to smaller trade and
industry of interest rebetes Tor a neriod of four years
at most and to a maximum annuzl amount of 35,000,000
francs not to Exceed 4 percent nor be more than 50 per-
cent of tit interest ectually raid on the mortgage. The
rebates will be turned over to a special account opened
with the Credit National in the name of the firm concerned
and which can only be debited for the payment of the interest
due,

Three, Fromotion of the uilding industry through
lower moncy rates, interest rebates as sbhove with assistance
of Crcdit Fonecier to a maximum of 40,000,000 francs and
certain tax exemptions;

Four. Easier formalities for mobilization of Government
securitics to permit quicker obtaining of advances from the
Bank of I'rance on registered state securities., Other

decrees



RE -3=71203, August 26, 4 p. m. from
Paris

decrees relate to various branches of state credit price

control, reenforcement of supervision over insurance and

investment companies, pensions, price of wheat. The decrec

relating to the suppression of the ten percent levy on rentec

coupons though approved is held over perhaps to include

other securities such as those of the Credit National and

rallways.

BULLITT

SMS
NPL



MG GRAY
London
Donted August 27, 157
Rec'd 9:05 a.n.
Secretary of Staote,

Won lu'.ngt s

561, August 27, 2 p.n.

Areicle in the DAILY EPRESS today fron corres-
pondent at Shonghei states inter clic "Anerican Con-
guler officicls are surprised at Sip Hugh E, Knateh-
bull-Hugessen's foailure to worn the Japanese that he
intended driving through dongerous territory” Van-
gittart gent for ne this norning ocnd pointed this out
to ne,s It said he hoped it was not true thet any
Angricon Congular officer at Shanghai hod made such
a stotement ond expressed the viogh thot it rnight be
brought to the attention of the Department as it ig
bound to ereate sone difficulty for the Foreign Office
and to be the ocengion for quentiono,

Hig observations vere rrde VvEry nildly cnd I
gother thot he regards the rotter as not necegsarily
gerions but to be regretted ond oo not helpful in the
present difficult situction,

JOTNSON

PEG
WWeC
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This telegram must be Berlin
closely paraphrased be-
fore being communicated Dated August 27, 1937

to anyong, (C)
Rec'd 11:54 a.m,

Secretary of State,
Washington,

203, August 27, 3 p.m.

I learn indirectly through German police sources
customarily rrliable that orders have been issued to the
secret police to begin preparations for a probable visit
of liussolini to Berlin on September 26,

Copies by mail in code to Rome, Paris, London,

GILBERD

KLP



F8 GRAY
Tokyo
Dated August 27,1937
Rec'd 12:21 p.m.
Secretary of State,

Washington.

322, August 27, 7 p.m,

Senior alde to Navy Minister stated this afternoon
to llaval Attache as follows:

Question, What was meant when you stated "blockade
aims principaily at destroying the fighting power of
the Chinese and will not unnecessarily seize Chinese
vesgsels and confiscate the cargoes sbourd them" and
"Japanese will duly respect peaceful commerce being
carried on by the third powers and will never interfere
with 1t%,

Answer, The purpose of the blockade is to prevent
war supplies getting to the Chinese forces. As no war
Exlsts Japan will not interfere with the commerce of
any nation other than China, Interference with Chinese
trade only to the extent of confiscating war supplies
on Chinese ships, By "peaceful commerce of third
powers" is meant ordinary commerce which now might

nelude cargo of a warlike nature,



FS 2-No, 322, August 27, 7 p.m. from Tokyo

A hypothetical question was asked as to what would
happen to & Canadian Pacific or Dollar Line vessel bound
for Shanghal with war material known to be destined for
Chinese forces, The answer was "No interference would be
made with that vessel", When asked as to the "status of
Chinese vessels owned wholly or in part by third party"
the mswer was "war supplies, if on board would be
confiscated, vessel and remainder of cargo would be sube
sequently freed",

Armies in Shanghal are consolidating positions while
awalting the arrival of supplles such as ammunition and,
probably, artillery, Army transports wer:z sald to be
used for this purpose, No offensive has been undertaken
as yet, except as necessary to galn and maintain posi=-
tions, Combined fleet has retired. They have had thelr
inning and will undoubtedly not be used for this purpose
again, No army alrcraft are operating in Shanghal area
yet, fields In that vieinity not having been completely
prepared, "hen asked whether the army expected to move
againat Hangchow, the reply was that such was a BEneral
staff matter, When asked at the purpose of landing
troops in Hangchow Bay, Senior alde stated landing there
was only a rumor,

Situation in Tsingteso qulet, has not changed in the

last



F8 S=llo, 322, August 27, 7 p.m, from Tokyo

last 48 hours, Japanese naticnals, however, are being
evacuated,

Repeated to Shranghal for relay to Nanking,

PEG :V/WC GREW



Fs Washington, D, C,
August 27, 19%7
Ree'd 1:34 p.m,
Honorable Cordell Hull,
The Secretary of State,

Washington, D. C,

I respectfully yet vehemently protest acceptance by
Mr. Frentiss Gilbert, our Charge d'Affaires in Germany
acting for Ambassador Dodd, now absént, of an invitation
extended Ly Fuehrer Hitler to attend the purely political
National 3Socialist Party Congress in Nuremberg in September.
Heretofore such invitations to a purely political party
convention have been firmly yet politely refus:zd by
United States, by England and Franc:, At such a congress
republies and all forms of democratic government are
excoriated and the Nazi form of government extolled, It
is 1ike hurling insult at invited guests. Acceptance
brands vs as imbeciles, Heretofore the spurned invita-
tion annually came from the Chief of the National
Socialist Party., The invitation should not be accepted
this ycar because Hitler personally makes the request.
The drug is still poisonous despite the label, Honest
dealing, regard for our national honor, protection of our
Government from insult and our officials from castigation,
demand refusal, otherwise you, as Secretary of State, will

bE



Fs €= from Celler, Agust 27

be subject to severe eriticism, Such an invitation is
Equivalent to your requesting the German Ambassador to
attend the Republican or Democratic National Convention
there to be told that the Nazi regime is a fraud on its
pPeEople, Such an invitation would be flung in your face.
It is hoped you will issue appropriate instructions to
Prevent appearance of our representatives at such a

gathering,

CONGRES3'AN EMANUEL CELLER
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